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ACCOUNTING REPORTS FOR PRODUCTION EXECUTIVES 

by Sidney R. Catsiff 

Mr. Catsiff’s formal education includes both electrical 
engineering and business management, having graduated 
from the Wharton School of the University of Pennsylvania. 
He has extensive experience with the General Electric Com- 
pany, having acted as Cost Accountant, Methods Engineer 
and General Manu.acturing Executive. 
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Currently he is associated as Senior Staff Engineer with 
A. T. Kearney & Company. He is a past president of the 
Ft. Wayne Chapter of the Nvrtional Association of Cost 
Accountants and is a registered Professional Engineer in 
the State of Illinois. 


Mr. Catsiff, having operated as both a Cost Accountant and 
an operating executive, is somewhat uniquely in a position 
whereby he can discuss what the production executive needs 
from the accountant and the ability of the accountant to 
fill such needs. His paper has been made available to Cost 
Management through the kind co-operation of N.A.C.A. 
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NORMAN TERRY, R.1.A. 


Norman Terry hails originally from Sunderland, the busy 
seaport on the northeast coast of England noted for shipbuilding 
and champion football teams. 

Born in 1902 with early schooling and business training in 
his native town, Mr. Terry migrated to Canada with his widowed 
mother and family, spending his 17th birthday in mid-Atlantic. 

Locating in Fernie, British Columbia, he started as a junior 
with the Imperial Bank of Canada where promotion was rapid. 
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Leaving the bank 2 years later to join Western Canadian 
Wholesale Co., at Fernie, he envied opportunities in distant 
fields and in 1923 moved to Vancouver to join Canadian Sumner 
Iron Works Ltd., as junior accountant. Meanwhile he took 
every opportunity to extend his knowledge of accounting and 
business finance by correspondence courses. Promotion followed 
promotion at the Canadian Sumner Works, as this Vancouver 
engineering organization expanded. From Chief Accountant to 
Manager of their Iron Fireman Heating Division, in 1939 Mr. 
Terry became Treasurer of the Company and was elected a 
director. In 1943 he became Secretary-Treasurer with the per- 
sonal responsibility of financing the erection of their large new 
plant at 3550 East Broadway, negotiating details of extensive 
war work, mainly ship steering gear, designed and built in large 
volume by this enterprising Vancouver company. Following the 
death of A. McKelvie, one of the founders of the Company, 
Mr. Terry purchased a substantial interest in the company and 
the active management is now shared by Geo. W. Allan, 
President, and himself. 

During these busy years he was closely identified with 
accounting and cost accounting organizations. He was a charter 
member of the Vancouver Chapter of the General Accountants 
Association, obtaining his C.G.A. degree in 1936. He was a 
charter member of the Society of Industrial and Cost Account- 
ants of British Columbia, first Chairman of the Vancouver Chap- 
ter, first President of the B.C. Society and he is the first National 
President from British Columbia. 

Years ago Mr. Terry studied machine design at the Van- 
couver Technical School evening classes and has always been 
a keen student of practical cost control. He helped organize 
the B.C. Chapter of the American Foundrymen’s Society and 
was their first President. He is active also in Canadian Manu- 
facturers Association affairs in British Columbia being a member 
of the B.C. executive and identified in their labour relations 
activities and Metal Trades branch. 

Norman Terry has been happily married for 19 years, has 
2 children, Jill, 11, and Paul, 6, and when business does not 
keep him busy at the plant or travelling, he enjoys time off at 
his summer camp at Bowen Island. 
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SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF 
CANADA 


OFFICERS ELECTED 
1950 - 1951 


At the meeting of the Board of Directors held on Saturday, 
June 24th, the following officers were elected:— 

President — Norman Terry, C.P.A, R.LA., Secretary- 
Treasurer, Canadian Sumner Iron Works, Vancouver, B.C. 

1st Vice-President—George I. MacKenzie, R.ILA., Industrial 
Representative, Bank of Montreal, Toronto, Ontario. 

2nd Vice-President—A. V. Madge, R.I.A. Secretary- 
Treasurer, Crawley-McCracken Ltd., Montreal, Quebec. 

3rd Vice-President—John B. Whelihan, R.I.A., Treasurer, 
Northwest Utilities, Edmonton, Alberta. 

Honorary Secretary—Frank E. Wood, OBE. RIA. 
Treasurer, Marathon Paper Mills of Canada Ltd., Port Arthur, 
Ontario. 

Honorary Treasurer—J. H. Thompson, B.Acc., F.C.A.,, 
R.I.A., Dean of Commerce, University of Saskatchewan, Saska- 
toon, Sask. 

Committee Chairmen 

Co-Ordinating Educational Committee—Donald R. Patton, 
B.Comm., C.A., R.I.A., Montreal, Quebec. 

Membership—Charles Warnes, R.I.A., Toronto, Ont. 

Budget and Finance—George I. MacKenzie, R.I.A., Tor- 
onto, Ontario. 

Legislation—Harold M. Hetherington, R.I.A., Toronto, Ont. 

Public Relations—A. V. Madge, R.I.A., Montreal, Que. 

Publications—W. J. McCreight, C.A., R.I.A., Toronto, Ont. 

Research—L. W. Bennett, C.P.A., R.I.A., London, Ont. 


CONVENTION HIGHLIGHTS 

The Cost and Management Conference at the King Edward 
Hotel, Toronto, June 22nd to June 24th, inclusive, definitely 
deserves the description “A Success”. 

Over 300 delegates attended all or most technical sessions. 
They stemmed from all parts of Canada. And the luncheons and 
dinners were spotlighted by the presence of many charming 
members of the distaff side. 

The technical sessions were well supported not only in 
attendance, but in interest. The question and answer periods 
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following addresses were usually insufficiently long to accommo- 
date all the questions posed. The speakers without exception 
gave talks of real substance. They are to be commended, not 
only for their platform competency, but for their expert knowl- 
edge of the subject matters projected. 


The two dinner meetings were in a lighter vein, and our 
speakers not only gave a valuable message in each case, but did 
so entertainingly. 


And so, we ring down the curtain on the 29th Annual Cost 
and Management Conference. Success is its own catylist. The 
30th Conference should be greater still. 


EDUCATIONAL CONFERENCE 


The Co-Ordinating Educational Committee sponsored its 
second Educational Conference at the King Edward Hotel on 
Wednesday, June 21st. Of the 14 universities conducting the 
courses of study prescribed by the Society, 10 were represented 
at the Conference. Of the 8 Provincial Societies, 7 were repre- 
sented by a member of their Educational Committee. In addi- 
tion, there were a number of members present who have taken 
a very great interest in the Society’s Educational Programme. 
The purpose of the Conference was primarily to review the edu- 
cational programme of the Society in general and more par- 
ticularly the prescribed courses from the standpoint of edu- 
cational standards and meeting the needs of business. 


Following the discussion of the more general problems, the 
Conference divided into five separate groups to discuss the 
courses in Accounting, Cost Accounting, Business Mathematics, 
Industrial Legislation and Industrial Organization and Manage- 
ment. These groups conducted a critical analysis of the courses 
being given, methods of instruction and the examinations set. 
These discussions were finalized in the form of specific recom- 
mendations or amendments to the courses. The Conference re- 
assembled in Plenary Session to consider the reports of the 
various groups. 


Although the primary purpose of the Conference has al- 
ready been stated, it would be a very serious omission of the 
benefits derived therefrom if it were not mentioned that the 
Conference also afforded a wonderful opportunity for exchange 
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of thought between representatives of our leading educational 
institutions and a number of business executives representing a 
cross section of industry with a view to relating more effectively 
the educational training of our universities to the practical re- 
quirements of industry. At the end of the day’s Conference, it 
was agreed that the discussions had been most helpful to all 
those attending and that it had produced a wealth of information 
for the further improvement of our Educational Programme. 





New Members 


BAY OF QUINTE CHAPTER 
Timothy R. Meeus, Canadian Hotel, Belleville 


KENT COUNTY CHAPTER 


J. E. Huffman, Ontario Steel Products Ltd., Chatham 
K. Kriter, Wallaceburg Brass Ltd., Wallaceburg 


MONTREAL CHAPTER 


G. L. Robidoux, Chartre, Samson, Beauvais, Gauthier & Cie 
J. F. Muff, 1824 Dorchester Street W. 

D. E. Dewar, Lawson Lithographing & Folding Box Co. Ltd. 
H. St. Laurent, The Murphy Paint Co. Ltd. 


NEW BRUNSWICK 

John L. McCarthy, Admiral Beatty Hotel, Saint John 
NIAGARA CHAPTER 

John E. G. Stone, Monarch Knitting Co. Ltd., Dunnville 
ST. MAURICE VALLEY CHAPTER 


J. G. Hackland, Consolidated Paper Corporation Ltd., Grand’mere 
P. A. Dery, Garage R. Lamothe Ltd., Shawinigan Falls 


TORONTO CHAPTER 


George S. Freeman, Massey-Harris Company, Limited 
E. H. Metcalfe, Massey-Harris Company, Limited 


VANCOUVER CHAPTER 
Charles K. Garrett, Canadian White Pine 
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Examination Results, 1950 


In the 1950 Examinations of the Society, the following students obtained pass 


standing in the subjects listed:— 


ACCOUNTING | 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF ALBERTA 


Abercrombie, J. F., Calgary 
Anderson, C. W., Edmonton 
Arcand, R. J., Edmonton 
Atkinson, Miss D., Edmonton 
Bedford, D. W., Calgary 
Bishop, P., Calgary 

Clissold, J. H., Edmonton 
Hazlett, G. O., Edmonton 
Johnson, Miss C. A., Calgary 
Koziak, P., Edmonton 
Langley, J. O., Lethbridge 
MacKay, W. D., Edmonton 
Marshall, R., Edmonton 
McNeil, A. M., Edmonton 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF BRITISH COLUMBIA 


Anderson, J. E., Victoria 
Angus, J. R., North Vancouver 
Armstrong, G. B., Vancouver 
Cameron, E. J., Vancouver 
Cooke, C. E., Vancouver 
Craig, Miss M., Vancouver 
Devlin, B. J., Vancouver 
Erickson, E. O., Vancouver 
Fraser, D., Ocean Mills 
Goodwin, G. D., Alert Bay 
Grut, J., Vancouver 

Halpert, G., North Vancouver 
Harrison, P. H., Victoria 

Hart, N. K., New Westminster 


Meyer, C. H., Calgary 
Miller, H., Calgary 

Miller, R. G., Edmonton 
Prescott, C. H., Calgary 
Richards, W. N., Edmonton 
Shove, G. G., Edmonton 
Slipper, P. E., Calgary 
Smith, A., Calgary 

Smith, R. J., Calgary 
Smith, R. S., Calgary 
Tarrant, J. F., Calgary 
Wright, G., Calgary 
Zaparyniuk, W. L., Edmonton 


Hillier, V. L., Vancouver 
Jacobsen, P. D., Vancouver 
LeFevre, C. E. W., Victoria 
Lockhart, G. P., Vancouver 
McGregor, D. A., Vancouver 
Reed, T. G., Vancouver 


Southan, Miss B. M., Vancouver 


Sweeting, D. D., Vancouver 
Walmsley, H. N., 

New Westminster 
Young, Miss E., 

New Westminster 
Wilson, E. P., Victoria 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF MANITOBA 


Blenkarn, W., Winnipeg 
Butler, G. C. L., St. James 
Clark, G., West Kildonan 
Coley, N. E., Winnipeg 
Dryburgh, A., Winnipeg 
Goodman, L. F., Winnipeg 
Gordon, L., Winnipeg 
Henderson, Miss E., Winnipeg 
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Iwankow, W. B., East Kidonan 
Jones, N. R., Norwood 
Keatch, G., Winnipeg 

Lyons, Miss J. M., Winnipeg 
McBey, R. J., Winnipeg 
McNair, W. A., St. Vital 
Montgomery, J. G., St. James 
Williams, E., Winnipeg 
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THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF ONTARIO 


Baczynski, T., Hamilton Leonard, B. T., Brantford 
Balan, W. G., Hamilton Martin, R. F., Toronto 

Beck, E. J., Fort William McGillivray, C. A., Oakville 
Cooney, W. G., Welland McKay, K. G., Niagara Falls 
Craft, R. G., Brantford McKinnon, G. D., Fort William 
Craig, W. A., Toronto McLarty, K. B., Toronto 
Cutler, R. E., Hamilton McPhee, J. R., Hamilton 
Cutmore, C. D., Peterborough Milne, J., Port Arthur 
Doupe, B. E., London Morpnhet, F. N., Port Arthur 
Edwards, Miss A. M., Port Arthur Nelson, A. H., Port Arthur 
Fedori, E. A., Fort William Page, Miss V., Hamilton 
Fedori, Z., Fort William Presunka, J., Fort William 
Fraser, C. W., Kingston Rae, R. E., Hamilton 

Hanas, J., Mount Hope Scott, D., Kingston 
Hawthorne, J., Hamilton Siemens, Mrs. M., Hamilton 
Hollinsworth, H. A., Fort William Skene, J. M., Hamilton Beach 
Holman, R. S., Hamilton Stone, L. R., Peterborough 
Hoover, W. K., Hamilton Storozuk, Wm., Fort William 
Hunt, A. E., Hamilton Tayler, F. F., Toronto 
Jaques, R., Hamilton Wirtanen, E. W., Port Arthur 
Jaworsky, S. J., Hamilton Whitney, E., Port Arthur 
Lamont, D. A., Sarnia Wood, D., Port Arthur 
Landers, R. S., Kitchener Young, D. W., Port Arthur 
Laneuville, R., Hamilton Zecha, L. J., Toronto 


Leighton, F. W., Hamilton 
THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF SASKATCHEWAN 


Trask, C. A. N., Saskatoon 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF QUEBEC 


Bell, J. D., Sherbrooke Pare, Mrs. T., Grand’Mere 
Dery, P. A., Shawinigan Falls Vachon, A., La Tuque 


BUSINESS MATHEMATICS 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF ALBERTA 


Abercrombie, J. F., Calgary Atkinson, Miss D., Edmonton 
Anderson, C. W., Edmonton Bishop, P., Calgary 
Arcand, R. J., Edmonton Caddel, J. G., Edmonton 
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Clissold, J. H., Edmonton 
Fraser, R. E., Edmonton 
Grant, R. M., Calgary 
Hazlett, G. O., Edmonton 
Howe, N. S., Edmonton 
Koziak, P., Edmonton 
Langley, J. O., Lethbridge 
MacKay, W. D., Edmonton 
Marshall, Miss M., Edmonton 
Marshall, R., Edmonton 
Miller, R. G., Edmonton 
Renne, A., Calgary 
Richards, W., Edmonton 


Roseborough, A. W., Edmonton 
Shove, G. G., Edmonton 
Simpson, K. A., Calgary 

Smith, A., Calgary 

Smith, R. S., Calgary 

Tarrant, J. F., Calgary 
Topolnisky, Miss E. W., Edmonton 
Weger, F. J., Calgary 

Wiley, E. R., Calgary 

Wilkins, F. A., Edmonton 
Wright, G., Calgary 
Zaparyniuk, W. L., Edmonton 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF BRITISH COLUMBIA 


Angus, J. R., North Vancouver 
Armstrong, G. B., Vancouver 
Baehr, Miss M. L., Vancouver 
Brock, H. G., Vancouver 
Craig, Miss M., Vancouver 
Dean, V., New Westminster 
DeWolf, T. G., Royal Oak, V.I. 
Eltringham, J., Victoria 
Feilden, J. C. K., Victoria 
Ferris, Miss B. M., Vancouver 


Harpert, G., North Vancouver 
Harrison, P. H., Victoria 
Hinton, P. R., Victoria 
Jacobsen, P. D., Vancouver 
MacColl, R. D., Nanaimo 
McGregor, D. A., Vancouver 
Newburg, L. C., Victoria 
Powell, C. R., Victoria 
Russell, M., Victoria 
Western, R. M., Vancouver 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF MANITOBA 


Bennett, F. S., Winnipeg 
Blenkarn, W., Winnipeg 
Burnett, W. R., St. James 
Clark, Gordon, West Kildonan 
Coley, Norman E., Winnipeg 
Dryburgh, A., Winnipeg 
Gordon, L., Winnipeg 
Iwankow, W. B., East Kildonan 
Jones, N. R., Norwood 


Keatch, G., Winnipeg 

Lyons, Miss J., Winnipeg 
Mach, B., Swan River 
McBey, R. J., Winnipeg 
McNair, W. A., St. Vital 
Montgomery, J. G., Winnipeg 
Vodrey, J., Winnipeg 
Williams, E., Winnipeg 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF ONTARIO 


Balan, W. G., Hamilton 
Barclay, L., St. Marys 
Beck, A. S., Hamilton 
Blanchard, G. E., Hamilton 
Brown, C., Oshawa 

Carr, N. B., Hamilton 
Connor, A. J., Hamilton 
Conway, A. A., Hamilton 
Dale, K., Hamilton 
Donison, G., Hamilton 
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Drynan, J. J., Fort William 
Fedori, E. A., Fort William 
Fedori, Z., Fort William 
Fraser, C. W., Kingston 
Gregg, J. L., Toronto 
Harley, G. W., Weston 
Hawksworth, F., Windsor 
Holman, R. S., Hamilton 
Howie, S., Windsor 
Jaques, R., Hamilton 
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Jones, R. C., Fort William Rae, Robt. E., Hamilton 
Kidd, K. A., Peterborough Siemens, Mrs. M., Hamilton 
Kington, E. H., Hamilton Skene, J. M., Hamilton Beach 
Leonard, B. T., Brantford Stemler, F., Port Arthur 
McDiarmid, W. L., Hamilton Stewart, D., Hamilton 
McGillivray, C. A., Oakville Stone, L. R., Peterborough 
McPhee, J. R., Hamilton Storozuk, Wm., Fort William 
Mead, J. F., Port Arthur Stroud, Wm. W., Toronto 
Norman, M., Brantford Turmaine, R., Port Arthur 
Penman, T. F., Toronto Wilson, C., Welland 
Presunka, J., Fort William Yeatman, J. C., Toronto 
Purdon, J. H., Galt Zecha, L. J., Toronto 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF QUEBEC 


Collette, J. R., Montreal Hansford, S. E., Lennoxville 


ACCOUNTING II 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF ALBERTA 


Armstrong, A. C., Calgary Howe, N. S., Edmonton 
Brown, H., Edmonton Innes, C. E., Turner Valley 
Brownoff, N. L., Edmonton Johnson, Miss C. A., Calgary 
Buick, R. M., Calgary Lewis, F. N., Edmonton 
Caddel, J. G., Edmonton Marshall, Mrs. P. J., Calgary 
Cathro, D. G., Edmonton Reed, C. L., Edmonton 
Cieslak, S., Edmonton Roseborough, A. W., Edmonton 
Dunwoodie, W. H., Edmonton Stephens, K. A., Calgary 
Fiorentino, F., Edmonton Warner, H., Edmonton 
Freeman, H., Calgary Whitaker, E., Calgary 
Fowler, V. T., Edmonton Wilkins, F. A., Edmonton 
Grant, R. M., Calgary Wishart, G., Calgary 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF BRITISH COLUMBIA 


Carlson, D. J. L., Florkow, A., Vancouver 

New Westminster Grut, J., Vancouver 
Dean, G. G., Vancouver Oddsson, A. S., Vancouver 
Feilden, J. C. K., Victoria Thompson, R. L., Fraser Mills 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF ONTARIO 


Alderson, A. W., Toronto Drombolis, M., Fort William 
Barnett, D. E., Toronto Fleming, D. A., St. Marys 
Boomsluiter, Wm., London Fors, P. B., Port Arthur 
Britten, Miss I., Port Arthur Freeman, C. R., Hamilton 
Brown, H., Hamilton Funamoto, G. W., Hamilton 
Caddo, C. R., Fort William Humphrey, J. F., Toronto 
Cartwright, L. H., Toronto Hunt, A. N., Hamilton 

Chadder, R. E., Elora Hunter, A. R., Fort William 
Craig, Miss D., Ottawa Jenkins, Mrs. M., Fort William 
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EXAMINATION RESULTS 


King, Wm. N., Peterborough Pattison, R. A., Port Arthur 
Logan, H., Toronto Pattyson, E. A., Port Arthur 
MacDonald, R. C., Sarnia Powell, D. K., Hamilton 
MacMillan, M., Port Arthur Scarrow, L. J., Hamilton 
Masson, J. A., Toronto Shaffer, H., Fort William 
Mead, J. F., Port Arthur Spencer, F. J., Hamilton 
Michener, N. K., Welland Squier, F. R., Port Arthur 
Nash, P. E., Galt Stacey, R., Hamilton 
O’Donnell, L. W., Hamilton Williams, W. E., St. Catharines 


O’Donnell, W. H., Kingston 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF MANITOBA 


Anderson, D. A., Winnipeg Lambrecht, M. J., Winnipeg 
Benson, R. E., Winnipeg Lyons, A. C. H., Winnipeg 
Cameron, R., St. James McKelvie, E. S., Winnipeg 
Crowston, E., St. Vital Patrick, T. H., Norwood 

Dancs, A., Winnipeg Reilly, H. H., Varsity View P.O. 
Derco, J., Winnipeg Sohor, S., Winnipeg 

Friend, R. L., Winnipeg Stainton, W. T., St. James 
Jefferies, A. D., Charleswood Walker, T. E., Winnipeg 

Kerr, A. G., Winnipeg Williamson, G. V., Winnipeg 


Kryschuk, J., Winnipeg 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF QUEBEC 


Black, W. H., Lennoxville Hansford, S. E., Lennoxville 
Belanger, P. H., Ville St. Laurent Houde, J. R., Shawinigan Falls 
Buisson, G., Shawinigan Falls Hunting, A. R., Lennoxville 
Grenier, G., Shawinigan Falls Owen, J. D., Sherbrooke 


Hackland, J. G., Grand’Mere 


INDUSTRIAL LEGISLATION 
THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF ALBERTA 
Leys, R. M., Lethbridge 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF BRITISH COLUMBIA 


Alexander, D. R., Vancouver Kennedy, T. A., Vancouver 
Avery, L. E., Vancouver Owen, G. E., Vancouver 
Cummings, J., Vancouver Smith, R. H., Vancouver 
Dawson, L., Vancouver Wallace, J. J., Vancouver 
Harvey, W. H., Vancouver Woodward, Miss P., Vancouver 


Hutchinson, J. C., Vancouver 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF ONTARIO 


Baczynski, T., Hamilton Drombolis, M., Fort William 
Booth, W. H., Hamilton Elliott, G. A., St. Catharines 
Cooper, L. R., Fenwick Ferries, N. L., Toronto 
Cutler, R. E., Hamilton Fors, P. B., Port Arthur 
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Gibson, F. W., Fort William 
Graham, A. B., Ottawa 
Hunter, A. R., Fort William 
Jones, R. C., Fort William 
MacMillan, M., Port Arthur 
Meyer, L., Waterloo 

Miller, C. A., Welland 
Oikawa, R. S., Hamilton 
Pakrul, H. A., Humberstone 
Park, T. C., Hamilton 
Plewes, T. M., Toronto 


Poppleton, R., New Toronto 
Powell, D. K., Kingston 
Read, D. S., Toronto 
Sauder, J. A., Toronto 
Sellers, E. G., Fort William 
Shaffer, H., Fort William 
Stock, Miss T., Ottawa 
Watson, A. A., Hamilton 
Williams, L. H., Fort William 
Wolfe, C., Hamilton 
Young, E. G., Toronto 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF QUEBEC 


Adams, J. N., Grand’mere 
Baird, G. W., Montreal 
Bellavance, L., Quebec 
Benoit, J. P. L., Montreal 
Boies, M. M., Montreal 
Breton, F., Quebec 
Brosseau, R., Montreal 
Cardella, J. P., Montreal 
Chestney, B., Montreal 
Clark, H. V., Montreal 
Cloutier, G., Quebec 
Couture, C., Quebec 
Desmarais, L. R., Montreal 
Drodge, G. M., Montreal 
Dubuc, L. L., Montreal 
Dumas, B., Quebec 
Faguy, L., Quebec 

Gagne, M., Montreal 
Goulet, M., Quebec 
Guay, A., Quebec 
Guillemette, P., Quebec 
Huot, P. E., Quebec 
Laurin, N. G., Montreal 
Lavoie, G., Quebec 
Lapierre, M., Quebec 
Lapointe, J., Quebec 
Leblanc, G. H., Quebec 
Levesque, G., Quebec 
Locas, M., Montreal 


Marois, L., Quebec 
Martin, J. A., Montreal 
MacDougall, J. G., Montreal 
McCarthy, J. E., Montreal 
McConnoll, J. V., Montreal 
McLean, J., Montreal 
McNiven, J. L., Montreal 
Miller, D. H. Montreal 
Millette, J. N., Montreal 
Monroe, J. W., Riverbend 
Montanaro, C., Montreal 
Moreau, P. E., Quebec 
Morency, J. L., Quebec 
Parisien, J., Montreal 
Roberge, D., Quebec 
Rome, L., Montreal 

Rose, T. B., Montreal 
Roy, M., Quebec 

Ruel, G., Quebec 

St. Denis, R., Montreal 
Scully, G. V., Montreal 
Stevens, G. H., Montreal 
Tessier, J. P., Quebec 
Therien, P. A., Montreal 
Tremblay, B., Quebec 
Veillette, G., Montreal 
Westcott, H. B. F., Montreal 
Wilson, A. E., Montreal 


FUNDAMENTALS OF COST ACCOUNTING 
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Brownoff, N. L., Edmonton 
Caddel, J. G., Edmonton 
Cooper, R. E., Calgary 


Dunwoodie, W. H., Edmonton 
Fiorentino, F., Edmonton 
MacDonald, D. L., Edmonton 
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Marshall, Mrs. P. J., Calgary 
Reid, D. E., Calgary 
Roseborough, A. W., Edmonton 


THE SOCIETY OF INDUSTRIAL AND COST ACCOUNTANTS OF BRITISH COLUMBIA 


Crookes, B. D., North Vancouver 
Dean, G. G., Vancouver 
Douglas, R., Vancouver 

Dyer, L. N., Vancouver 


Stephens, K. A., Calgary 
Wishart, G., Calgary 


Kitchener, W. I., Vancouver 
Lawrance, W. R., Vancouver 
Mavor, G. T., New Westminster 
Western, R. M., Vancouver 
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Current Literature Digest 











By W. W. HENDERSON, R.1.A. 


THE COST AND VALUE CONTROVERSY—by Maurice E. Peloubet, C.P.A., in the New 

York Certified Public Accountant, May 1950. 

“Is corporate stewardship and responsibility an obligation to maintain 
intact the corporate capital in property; tangible or intangible assets; or is 
corporate stewardship and responsibility solely directed towards maintaining 
the monetary capital of the enterprise.”’ That question is posed by Mr. 
Peloubet. 

The author suggests that an enterprise such as a bank or insurance 
company which deals in money as a commodity much as other enterprises 
deal in physical merchandise of one kind or other, faces no problem in 
expressing their main assets in current day values. However, for the 
company whose principal assets are non-monetary in nature, a legitimate 
question exists in the matter of asset valuation. 

Mr. Peloubet also points out that in his opinion no immediate deflation 
of values is to be expected. In explanation of his views he says that 
to-day practically all the currencies of the world are government managed. 
“This means, in plain words,” he says, “that the government can increase 
or decrease the amount of money in a country at will. The government 
seldom wishes to decrease the amount of money in a country.” 

He further says, “if this capital is not maintained, we will find ourselves 
in a position like, for example, the textile and coal industries in England. 
Whether capital is destroyed or eroded by excessive taxes or by excessive 
payments to proprietors, which is the same as making an insufficient 
provision for replacement, renewal and improvement of machinery and 
equipment, or whether it is taken away in the form of excessive wages, 
the result is the same. In those industries where the machinery gets older 
and older, where replacement and improvement is more and more in- 
adequate, where any machines which will turn out a product which can be 
sold at all are supposed to be modern and efficient machines, the inevitable 
result of the failure to improve, advance or maintain is higher costs, lower 
and lower productivity, smaller and smaller profits. It means a gradual 
drying up of industry.” 

And too, “now, if we agree that what has been said is a reasonably 
correct statement of the conditions, what are we going to do about it? 
First, we must find out what the value of plant, buildings, machinery and 
equipment is in present day dollars. We must make a proper annual charge 
to income for this. We must see to it that proper additional annual charges 
to income result in retaining in the business amounts to be used sooner or 
later for the replacement, extension and improvement of the buildings, 
plant, machinery and equipment.” 

Mr. Peloubet closes his article on the point, “the first step towards 
preventing the evaporation of our industrial capital is for those members 
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of the management group who realize this situation to convert their 
colleagues and their advisors; the second step, is probably to convert those 
government officials and legislators concerned with this problem.” 


SURVEY TECHNIQUES FOR SIMPLIFICATION OF OFFICE WORK—by H. G. Hansen, in 
N.A.C.A. Bulletin, Section 1, May 1950. 


Here we have a most interesting explanation of methods used in 
analyzing and improving office procedures and methods. Simplification 
of procedures is the keynote. 

In every office function there is involved a word of most significant 
import. It is the same word as Industrial Engineers keep in mind as a 
mental guide in investigating plant methods. That word is “OTIS”. “O” 
for Operation; “T” for Transporation; “I” for Inspection; and “S” for 
Stowage. We have the same components in office procedures—the 
“operation” or “doing the main task”; “transportation” of forms, books, etc.; 
“internal checks” or “proving work” is the counterpart of plant inspection; 
“filing” is equivalent to “stowage”. 

The usual methods of making an analysis are described. Suggested are: 
(1) a general list of department activities; (2) an individual task list (per 
staff member); (3) a daily record of time spent by a staff member and its 
disposition to specific tasks (this is comparable to a time ticket but its 
preparation is required usually for only a matter of days); (4) a bar chart 
showing the comparative disposition of each individual’s working time (such 
to be analyzed for unproductive tasks or lack of any); and (5) process 
charts using the prescribed symbols to represent any of the functions present 
in the task and which are embodied in the meaning of the word “OTIS”. 
These process charts provide a map, so to speak, of the procedure and the 
route now travelled. Provision is made for the setting up of a new route 
on a comparative basis. 

The author closes on the note that Salesmanship is a prerequisite for 
anyone engaged either part or whole time in systems work. Not only is 
Salesmanship a valued aid in selling ideas to line staff affected by suggested 
changes in procedures; but it also is essential in convincing management 
of the merit of such changes. 


BASIC ORGANIZATIONAL PLANNING TO TIE IN WITH RESPONSIBILITY ACCOUNT- 
ING—by Harry B. Ailman, in N.A.C.A. Bulletin, Section 1, May 1950. 


The author defines “Responsibility Accounting” as “tying the account- 
ing control system in with the organization and the responsibilities of de- 
partment managers and supervisors.” He says further that “it is achieved 
when organization units have been created in such a way that their costs 
can be collected and reported on to produce an evaluation of performance 
and intelligent action towards improving performance. Consequently, the 
cost and budget systems are tied to the organization and the organization 
is designed to accommodate such systems.” 

Mr. Ailman explains the horizontal organization (by function) and 
the vertical or administrative organization. In his plant every principal 
departmental head is given a statement of functions and responsibilities. 
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This includes to whom he reports, basic functions and specific responsi- 
bilities assigned and authority granted therefor. This statement is signed 
by the top management official to whom he reports. 

These statements are amended, replaced or repealed as required; and 
are not permitted to become static. 

“Cost and budget controls,” the author says, “are, therefore based upon 
organization and a co-ordinated effort must be made to build an organization 
which makes simple and effective systems possible. In addition the cost 
reports must be used to indicate deficiencies in organization, and orga- 
nization changes must be made in accordance with such indications.” 


REDUCING COSTS THROUGH BUDGETARY CONTROL—by Mr. A. A. Fitzgerald, in 

the Australian Accountant, March 1950. 

This is an article dealing primarily with Financial Budgets—how 
budgeted balance sheets and cash account budgets evidence future working 
capital positions and requirements. And how, according to the term or 
period of requirement, coupled with the condition of the money market, 
such budgets suggest the kind of financing best suited to the anticipated 
financial condition. The value of such planning in the avoidance of financial 
stringencies is emphasized and explained. 

Subject sub-divisions in the author’s treatment of his materials are: — 


1. Relationship of financial budget to other budgets. 

2. Essentials of sound financial structure. 

3. Over and under capitalization. 

4. Causes of disturbances to financial structure. 

5. Avoidance of disturbance to financial structure. 

It is the aim of this narrator not to “review” Accounting articles so 
much as to “digest and abridge” their essence. Consequently superlatives 
are seldom used in reference to quoted material. However, this article by 
Mr. Fitzgerald, while not very comprehensively abridged here, does deserve 
special mention. It borders closely on Corporation Finance, and to the 
senior practioner of Cost Accounting, will prove most valuable reading. 


PRODUCTION PLANNING AND CONTROL IN OFFICE OPERATIONS—price .35 cents, 
80 pages. 

The Bureau of the Budget of the U.S. Government here attempts to 
bring together and organize the essential know-how accumulated by certain 
agencies and business firms that have achieved notable results from the 
application of production planning and control to office operations. The 
Bureau has had the opportunity to test the systematic approach during the 
last several years and case materials are incorporated to help illustrate the 


general principles drawn. 


PROCESS CHARTING—ITS USE IN PROCEDURAL ANALYSIS—price .25 cents, 21 
pages. 

This bulletin collects in one place what seems to be most significant 
on the subject—summarizes actual experiences from industry and Govern- 
ment. It aims to put process charting into action as a practical working 
device in attacking management problems. It will be of special interest 
to methods analysts—contains “Before” and “After” procedure charts and 
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includes a process chart templet, which is very valuable when preparing 
process or procedure charts. 


SIMPLIFYING PROCEDURES THROUGH FORMS CONTROL—price .45 cents, 49 pages. 


In two parts—this booklet first puts the form problem in perspective, 
shows what forms-control is, why it is needed, what can be expected of it 
and what is required to make it work. The second part gets down to 
how’s and why’s—is aimed at those who are concerned with the details of 
setting up, operating or improving a forms-control program, or with the 
doing of some specific forms-control work. 

The above booklets can be secured from The Superintendent of Docu- 
ments, U.S. Government Printing Office, Washington 25, D.C. Prices 
quoted are in U.S. funds. 


OTHER ARTICLES OF INTEREST 
Establishing Priority and Profitability Tests for Proposed Capital Expen- 
ditures, by F. J. Muth—N.A.C.A. Bulletin, June 1950, Sec. 1. 
How Will Capital Requirements Vary with Sales Volume, by P. M. 
Chiuminatto—N.A.C.A. Bulletin, June 1950, Sec. 1. 
The Mining Company Balance Sheet, by Lancelot J. Smith—The Canadian 
Chartered Accountant—June 1950. 


Accounting for Exploration and Development of Metalliferous Mines, by 
Charles R. Elliott—The Canadian Chartered Accountant—June 1950. 

Centralizing Payroll Efficiently, by Lloyd D. Tarlin—The Internal Auditor 
—June 1950. 

Current Problems Facing General Management, by John F. Gordon— 
The Controller—June 1950. 

Internal Control Functions of the Controller, by Carl Myers — The 
Controller—June 1950. 


ADDRESSES OF PUBLICATIONS 


The Australian Accountant, 430 Bourke Street, Melbourne, Australia. 

The Canadian Chartered Accountant, 10 Adelaide St. E., Toronto, Ontario. 

The Controller, 1 East 42nd St., New York 17, N.Y. 

The Internal Auditor, 120 Wall Street, New York 5, N.Y. 

N.A.C.A. Bulletin, 505 Park Ave. (fourth floor), New York 22, N.Y. 

The New York Certified Public Accountant, 667 Fifth Ave., New York 
22, ek 
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PRODUCTION PLANNING, PROCESS CHARTING AND FORMS 
CONTROL IN OFFICE OPERATIONS 


By L. W. BENNETT, C.P.A., R.LA. 


The three subjects covered in the above title are inter- 
related. On production planning and control and process chart- 
ing in manufacturing, there is available, considerable literature 
to serve as a guide; on these subjects in office work, there is 
comparatively little. Finding that the information which is 
available and that the source of same, is unknown to many, the 
writer is here listing three bulletins which are recommended 
as a guide to those who wish to study these subjects or apply 
them in their work. 

These subjects, especially production planning and process 
charting are not new in manufacturing processes and if applied 
to office procedure, they can result in considerable dollar saving, 
hour saving and increased efficiency. In the United States it has 
been estimated in industry that for one dollar spent in the pur- 
chase of forms, an average of not less than seventeen dollars is 
spent in the clerical work of processing and filing them; which 
does not include the cost of the total procedures in which the 
forms play a part. A Commission investigating the operations 
of various departments of the U.S. Federal Government, stated 
in their findings, that the governmental paper work on the 
average purchase order costs more than the product purchased. 
The Government may do $10.00 of paper work on a $1.00 order. 

Dr. M. J. Jucius, associate professor of office management 
at Ohio State University, said that office management technique 
is “20 years behind factory management and is still in the era 
of the medicine man.” Yes—paperwork simplification is a new 
frontier for—and a challenge to—management. 





It is with much regret we announce the death of 
Mr. W. L. McMahon, R.I.A., who passed away on 
July the 10th at Hamilton, Ontario, in his 49th year. 
Mr. McMahon had been a member of the Society since 
1926. He was a past Chairman of the Hamilton Chapter 
and a former member of the Ontario Council. He 
enjoyed a most successful career, having progressed 
from a junior accounting position to that of Works 
Manager of the Hamilton Cottons. 
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Of news to Canadian industry are the deliberations of the Government 
Committee studying old age security. 

Present indications seem to favour a $40.00 pension per month at 70 
without means test and the same rate at 65 with means test. 

Costs appear to be about 1% billion more than present pension outlay. 
This plus individual pensions of $100.00 per month, which, at least, from 
the point of view of labour, seems to be the pattern, certainly means a more 
pleasant future to many Canadians when they reach retirement age. 

From the standpoint of industry, one of the big problems is that of 
the small manufacturer. In the majority of cases they cannot finance an 
actuarily sound pension. His net earning position is never lush enough to 
permit funding a pension scheme. 

This is much more pointed when one considers that out of approxi- 
mately 20,000 industries in Canada, 80% are in the small class—that is, 
under 100 employees. This proposes a very complex situation. It will 
not do to say automatically no pensions. Perhaps something can be worked 
out on industry group classes. In any case, we shall hear very much more 
about this in future and industry will probably be forced to devise ways 
and means of dealing with the security problem either by providing suitable 
work beyond the retirement age or direct pension. 


MANAGEMENT REPORTS 


The Accounting Department has been responsible traditionally for the 
balance sheet and income statement. How many other useful and necessary 
reports do you give? A minimum possible list is:— 

1. Balance Sheet—Annual 
Income Statement—Annual and Monthly 
Budget Report (Plant and Administration )—Monthly 
Summary of Operations—Monthly 
Variance Statement—Monthly 
Billing Report—Daily 
Scrap Report—Monthly and Weekly 

The first three are found usually in most accounting divisions. 

A Summary of Operations should cover on one single sheet, production 
and shipping values and quantities, budget summary, major variance figures, 
cost and extent of idle capacity, employment totals of plant and staff and 
order load ahead of plant. 

Where standard costs are operated, a statement of variances is neces- 
sary in a form for plant and executive consumption. 

Billing Reports may be necessary daily. If so, accumulative figures 
to date should be given. 


NANPRWH 


237 








COST AND MANAGEMENT 


Scrap reports will be bulked by divisions for plant management and 
detailed by causes for department supervisors. 

Many of these reports may be made more attractive by simple bar 
or curve charts showing the performance of preceding months in order to 
give trends. 

A great many other types of reports of a statistical nature are also 
useful, but the above list, if they are shortened to give the significant facts, 
will not burden the management of your company. 

Most top executives complain that they have too many reports to 
read and I would suggest that with the presentation of the income state- 
ment, a shortened form of the budget statement and summary of operations, 
they will be able to assess the economic health of their plant. 


CANADIAN INTERNATIONAL TRADE—1948 AND 1949 


In 1949 Canada had a surplus on current account of $180 million. 
This was $272 million less than in 1948. The change is divided about 
evenly between commodity trade and other current transactions. Almost 
the whole of the change was in transactions with the United States. 

The following table illustrates the current account transactions with 
all countries for the years 1948 and 1949:— 

Commodity Other 














Trade Current 
(Adjusted) Transactions Total 
1948: Credits (exports) 3,030 1,117 4,147 
Debits (imports) ; 2,598 1,097 3,695 
Net Credit +432 +20 +452 
1949: Credits (exports) 2,989 1,081 4,070 
Debits (imports) 2,696 1,194 3,890 
Net Credit +293 —113 +180 
Change in net credit, 1948 - 1949 —139 —133 —272 


Commodity exports were slightly lower in 1949. As the table shows, 
we exported in 1948, 3,030 million and in 1949, 2,989 million. Exports in 
1949 of wheat, newsprint, some non-ferrous metals and a few types of 
manufactured goods such as farm equipment and railway rolling stock in- 
creased substantially. On the other hand, agricultural products, especially 
meats, most forest products and manufactured products generally were 
down substantially. 

In 1948, 50% of our exports were to the Non-Sterling Areas, 23% to 
the United Kingdom and 10% to E.R.P. Countries and the balance to other 
countries. This figure varied only by 1% in each class in 1949. 

The import side of the picture shows in 1949 a $98 million increase. 
There was an appreciable decline in the imports of coal and petroleum. 
However, this was offset by a large increase in the importation of off- 
season fruits and vegetables, and motor vehicles and parts. 

Our import figures in 1948 show that we bought 69% of our imports 
from the United States, 11% from the United Kingdom, 3% from E.R.P. 
Countries and other countries took up the balance. This again did not 
vary in 1949 to any degree. 
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Accounting Reports for Production 
Executives 
By SIDNEY R. CATSIFFE 





The production executive’s principal need for account- 
ing information is so that he can determine the degree 
of progress his organization is making toward its financial 
goals. He wants this information promptly, accurately, 
and in understandable form. He frequently complains 
that the accountant does not furnish him with the right 
kind of information. 

The discussion will review just what is the right kind 
of information for the production executive. 











The one question which is most common and probably 
most important in the mind of every operating man is: “How am 
I doing and where am I gaining or slipping?” Accountants, if 
you answer that question promptly, accurately and in under- 
standable figures, you will have discharged your major responsi- 
bility to your operating executives. 

Their needs seem simple. I’m sure if we asked any young 
accounting graduate he’d bring back our answer in no time at 
all. Most of us, however, know that it isn’t that simple. I 
would estimate that probably less than 10% of those who either 
produce or use accounting statements are satisfied with the 
answers. Why all this trouble after all the collective brains that 
have been studying this problem over the years? The accountant 
says the production man doesn’t know what he wants. He does 
though, or thinks he does. He only wants to know how he is 
doing, but he starts to complicate matters. He wants to know 
it by departments, by work centers and then by specific products 
and even by individual parts. Then the accountant has to use 
his figures to prepare reports for the stock-holders, good enough 
to keep the president in his job, but not so good that the stock- 
holders question why they aren’t getting larger dividends. He 
must use the same figures to state profits for income tax 
purposes and he doesn’t want to pay any more taxes than he 
has to. 

Unfortunately all of these uses really call for different 
kinds of cost data, but most of us attempt to make one set of 
figures do. That is where we get into trouble and the big pitfall 
is so-called “product costs”. 
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Companies that have only single products to sell or make 
have relatively simple cost accounting problems. For instance, 
suppose a hotel had only rooms to rent, all of one kind, quality, 
size and price. Imagine that they had no meeting rooms, restau- 
rants or banquet halls. All their accountant would have to do is 
determine his weekly or monthly costs, compare them to his 
income and determine the profit. He could easily break down 
the expenses by responsibility so that the manager could 
definitely determine who was doing better or worse. 


But a hotel does have outside rooms, suites and rooms with 
bath and some with showers. They are priced differently and 
the manager starts wondering whether there shouldn’t be more 
than $.50 difference between a room with a tub and one with a 
shower. He asks the accountant to find out. The accountant 
measures the relative use of water, he figures the square feet of 
space in each, the difference in maintenance cost and all of the 
other direct costs. He even finds out that soap doesn’t get used 
up as fast in a shower as it does in a tub. Then he has all of the 
indirect charges, heat, taxes, insurance, elevators, accounting ex- 
pense, the manager’s salary and so on. Each is analyzed and 
pro-rated on some basis. He finally confirms the manager’s 
suspicions that the spread ought to be $.75. The manager is very 
pleased to find that he was right, but in reply to the Controller’s 
question, says: “yes, we ought to raise the room with tub, but 
the other hotel has the same spread so we can’t do it.” 

Now, if the papers are filed and the subject postponed until 
a future date no accounting problem has been raised. However, 
the manager and controller decide that this is useful information 
and their monthly statements should show costs per room each 
month by kinds of rooms so that they can tell how much they 
are making on each kind of room. Right here is when trouble 
really starts. Each week or month the controller must break 
down each expense by class of room. Some are done by direct 
charge, some by pro-rations, others by pro-rations on pro-rations. 
He increases accounting department expense and frequently an 
item of expense such as maintenance is itself increased by the 
need for the workman to make time tickets out to show whether 
he worked on A, B or C rooms. The worst part is that frequently 
in the splitting up of such expenses, the original segregation by 
cause or responsibility is lost and control of the expenses be- 
comes more difficult. 
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The foregoing example may sound far fetched. I don’t 
know whether hotels do such things. I do know that most manu- 
facturing concerns with multiple products do this very thing and 
the above description of the pro-rations and segregations in- 
volved is much simpler than the actual cases require. 


Let’s be certain that there iis no misunderstanding of the 
point made in this example. We believe that a company should 
know the basic difference in the cost of the products it sells, but 
this can be done more accurately and economically by a careful, 
detailed, special study with periodical re-checks. We object to 
the more common practice of complete segregation of costs by 
products on a continuing basis. Our criticism is based upon the 
following: — 

1. The expense involved. 

2. The resulting hampering of control data. 

3. The complication of the accounting procedures. 

4. The questionable accuracy of most segregations of this 


type. 
5. The lack of use of the information after it is obtained. 


I personally believe that there is no other single thing that 
is being done under the guise of good accounting practice which 
has done more to increase the cost of accounting work and at the 
same time resulted in complicating accounting statements and 
confusing the operating executive who attempts to use such 
data. 

I have another example to illustrate this point. Some time 
ago I heard a talk on distribution costs by an outstanding 
authority on cost accounting. The speaker who was at that time 
the head of a large cigar company explained how his company 
had changed their procedures so that the cost of selling, ware- 
housing and shipping their products was segregated every month 
by kinds of cigar. The key point of the talk was that this com- 
pany learned that their Queen size was costing more to distribute 
than the actual selling price. I’m afraid that I was in very poor 
taste when I asked after the applause had subsided: “What did 
you do about the situation and in what way did this information 
change your policies or aid you in reducing your distribution 
costs?” The reply was that they had done nothing. They had to 
keep the Queen size in the line as it was a prestige cigar and 
prices could not be changed because of competition. 
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So far I have been using somewhat of a negative basis, by 
pointing out some poor practices. I will now attempt to outline 
the first steps we go through in appraising an existing cost 
accounting system or in establishing a new one. It should be 
noted that I refer to a cost accounting system. Cost accounting 
information for production executives is one of the end products 
of a satisfactory cost accounting system. 

The first step is to determine the needs of the particular 
business for accounting data. They usually include the following: 

1. A basis for reporting over-all profit or loss of the 

company. 

2. Costs for valuation of the company’s assets. 

3. Information for the establishment of selling prices, or as 

a basis for accepting or refusing particular business at a 
given selling price. 

4. Information to aid the operating executive in the control 

and reduction of costs, both direct and indirect. 

Every company needs cost information for all of the above 
purposes. The particular nature of the business, its physical 
set-up and the characteristics of the individuals who make up 
the operating group will dictate the amount, the kind and the 
method of presentation required. I will now review each of the 
above uses to which cost information is applied. 


OVER-ALL PROFIT AND LOSS RESULTS 


Where a particular company is operated as one unit and not 
divided into various plants, product lines or departments the 
preparation of an over-all profit and loss statement is a relatively 
simple task. Where a company has broken its operations into 
divisions the problem becomes more complicated. Such break- 
downs are made basically to secure better control of operations 
and as such the review of profit and loss statements for indi- 
vidual divisions or departments will be referred to later in this 
discussion. 

For the complete company the report must ,of course, be 
accurate and issued as promptly as possible. Most profit and 
loss statements as issued are mathematically accurate. Many of 
them, however, are incorrect insofar as they do not accurately 
tell the operating executive the progress he is making. 

Currently many controllers are unintentionally misleading 
their operating executives into believing that better operating 
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results are being secured than is actually the case. This is 
brought about during this period of constantly increasing ma- 
terial and labor costs by the controller’s failure to separate in- 
ventory gains from operating profits. To illustrate this I would 
like to refer to the example of a small coal company. The man- 
agement of this company was in a very optimistic frame of 
mind as a result of the earnings reported last year and continuing 
this year. An analysis of their last year’s operating statements 
quickly brought out that approximately 50% of the reported 
profit was due to the gain the company made on their coal 
inventories which had increased in value during the year. Their 
actual operating profit after the removal of the inventory gain 
showed poorer results than the comparable figures in the 
previous year. Needless to say the optimism of management was 
rudely deflated when this was pointed out to them and when 
they further realized that when the price curve turns downward 
they could expect at least as great inventory losses. 


The same effect is brought about, although not as obviously, 
by increased labor and burden costs where the selling price of 
the product is increased before the supply of goods produced at 
the old figures is liquidated. A good profit and loss statement 
either segregates such inventory gains or eliminates them en- 
tirely from the statement used for measuring the operating de- 
partment’s progress. 


The operating executive is, to a greater degree than top 
management, interested in short term information. He must 
watch his results month by month, week by week and even day 
by day. As such, profit and loss statements must accurately 
reflect changes between such periods. Again such statements 
must differentiate between those results which are under the 
control of the operating executive and those which are a function 
of basic business conditions. 


Recently I was reviewing with a plant manager his operat- 
ing statements. He was confused by the fact that his profit and 
loss report one month showed a fine profit, the next month 
showed a loss and the third month’s profit was even higher than 
the first month. He was at loss to explain just why the results 
should fluctuate like this, as to the best of his knowledge, his 
operations were on a stable basis. An analysis brought out the 
following items:— 
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1. Scrap had been accumulated for several months. It 
was all sold in one month. As scrap had been carried on 
the books at a nominal value, the difference between 
the sales price and the nominal value gave an un- 
expected profit which was credited to factory expenses. 

2. Winter was coming on and this particular company put 
in its year’s supply of coal and paid for it in one month. 
Factory expenses were charged the full amount. 

3. The accounting department had detected an error in 
costing their cost of sales for several months. The entire 
adjustment for several months was entered under the 
current month. 

4. There was a paid holiday in one of the months and 
although the accounting department had been accruing 
for vacation pay, no accrual had been established for 
paid holidays. 

The controller of this company had prepared a fourteen 
page analysis, comparing account by account the current month 
with the previous one. The works manager impatiently tossed the 
fourteen page report on the desk in front of me and said: “Look, 
all I want to know is did I do better or worse in September than 
August, how much and where did I slip. I don’t want long 
winded explanations about accruals, debits or credits and why 
we cannot do certain things because of tax reasons.” 

Of course this production man was somewhat unreasonable. 
On the other hand he does have a justifiable complaint. Most 
of us, probably, are not guilty of the particular errors listed 
above, but how many of us can honestly say that our month to 
month profit and loss reports as presented to our operating 
executives reflect accurately their performance. 

VALUATION OF ASSETS 

The operating executive has little interest in cost account- 
ing information as it applies to the valuation of assets. This use, 
to a large degree, is tied up with tax and financial matters. On 
the other hand he is interested in seeing that the cost information 
he receives in connection with the purchase of a piece of equip- 
ment is not distorted by the over-all average rate of depreciation 
that may have been set up for income tax purposes. 


ESTABLISHMENT OF SELLING PRICES 
There are few cases where prices are established on the 
basis of cost. In a higher percentage, costs are used to aid in 
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deciding whether certain business should be accepted or refused 
at a given price. Even here it will be found that in most cases 
the cost of a given job or of an individual member of a line has 
little to do with price setting. The full recognition of this fact 
as it applies to the individual company would do a lot to simplify 
the cost accountant’s problems. 


Most production men want what they call “actual costs”. 
There is probably no more useless figure than a so-called “actual 
cost”. Its only possible use is for the relief of inventories and 
charging cost of sales. It is worthless for control, it can’t be used 
for pricing purposes and even cost plus auditors are starting to 
question many items which are included in such actual costs. 


Suppose you were buying a special machine from a plant 
which was working on a so-called actual cost system. The 
article you had purchased was in the process of being carried 
from the assembly floor to the shipping department by a big 
overhead crane when the chain broke. What would you tell the 
manufacturer if he informed you that the actual cost of your 
equipment included the cost of rebuilding the smashed product? 
Suppose you found that he had included the cost of sending 
a truck and a boy downtown to pick up some screws in the 
local hardware store because the production clerk had forgotten 
to order them? Both of these items, of course, and many others 
are part of the cost of production, but are they part of the cost 
of producing the particular items on which the mishaps oc- 
curred? And then supposing that you had done a very excellent 
job of analyzing in detail such actual costs and had separated 
such unfair items, who is prepared to take the elements of over- 
head, the items of indirect labor and indirect or miscellaneous 
materials and accurately allocate them by product or job. If you 
aren’t ready to do this how actual is this actual cost? 


I had no intention of entering into a discussion of the 
merits of so-called “actual costs” as compared to the various 
other types of costs that the competent cost accountant can 
furnish. I, myself, favor the use of standard costs in most cases. 
I have no reservations at all as to their use where costs are not 
needed for pricing purposes. In those relatively few instances 
where costs are required for pricing data I still favor the use of 
standard costs, but they must be supplemented by additional 
information. 
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Most standard costs systems are based upon the establish- 
ment of material and labor standards with periodic revisions, 
usually of one year separation. Where prices are established on 
the basis of cost data, it is necessary to revise such standards to 
reflect current cost conditions. If such needs are infrequent, we 
suggest that up-to-date estimated costs be prepared as required, 
based upon the standard cost for the item, adjusted for current 
conditions of material, labor, burden or routings. This practice, 
however, is unwieldy where there is frequent need for current 
cost information. Where lines of products are involved rather 
than individual products, it is frequently possible to keep current, 
revised costs on representative catalog numbers. Such costs 
would be memorandum only and not tied in with the books of 
account. 

Where individual product costs are required, such as is the 
frequent case in contract shops, the problem of securing current 
data on many items is more complicated. It should be noted in 
this connection that under a job costing or “actual cost” system 
this problem is also difficult. Over the years we have developed 
a method of keeping a reasonably accurate check on individual 
product costs by what we call the short form trend method. 
These costs have three characteristics: 

1, They are memorandum costs. 

2. No attempt is made to completely revise every part or 
operation. We have noticed that in most products the 
bulk of the cost is contained in a relatively small per- 
centage of the parts or operations. Accordingly our plan 
calls for the selection of as few parts or operations as is 
possible, but which would still include approximately 
90% of the cost. It is our experience that a review of 
these parts or operations will give results with practical 
accuracy. By eliminating the revision of the other 10% 
of the cost a good portion of the cost keeping expense 
is eliminated. 

3. Normal practice requires the cost accountant to revise 
each part, post to a sub-assembly, change the total, 
repost the total to another sub-assembly, and so on 
through additional stages to determine the effect upon 
the final product. Under our procedure we list what 
we call the key parts or operations, that is those that 
account for 90% of the cost, on a short form trend sheet. 
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No sub accumulations are made. It therefor is only 
necessary to make one posting for each part or operation 
involved and total to secure the current cost. 


These short form trend costs have proven to be a very 
satisfactory method of securing current costs, while at the same 
time retaining the advantages of standard costs. 


CONTROLLING COSTS 


In the eyes of the operating executive this is probably the 
most important use of accounting information. There are 
several general types of such controls. We will consider each 
of them. 


1. Over-all Controls—Many companies have attempted 
to divide their operations by product lines and to set up indi- 
vidual operating statements for each department. Frequently 
such division is accompanied by physical separation of facilities 
and organization. In such cases worthwhile data is possible 
provided no attempt is made to allocate expenses which by their 
nature are not possible of accurate allocation. 


In many cases, however, little or no physical separation 
occurs. Direct material and labor can, of course, be separated. 
Some expense can be accurately segregated, but usually a large 
part of the costs must be allocated on various bases with con- 
siderable expense and questionable accuracy. We suggest the 
advisability of restricting such segregation of product costs to 
those items which are a function of the physical separation of 
facilties. Any further information needed on individual products 
should be on a special study basis. 


2. Direct Material and Labor Costs—Standard costs fur- 
nish an admirable method of furnishing the production executive 
with the data he requires for the control of these elements. All 
standard cost systems, however, are not good ones. Acceptable 
procedures incorporate the following:— 

(a) A yardstick or standard which does not change too 

frequently. 

(b) The collection of differences from such standards by 

responsibility. 

(c) Segregation of such differences by kinds to aid in their 

study. 
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(d) Current reporting with reasonable accuracy. Book- 
keeping accuracy may be sacrificed in the interest of 
speed in furnishing information. 

3. Expenses of all Kinds—Similar factors to those listed 
above are required for the control of expenses. A system of 
variable budgets has been found to be desirable in most cases 
to serve as a measuring stick or standard. Again segregation of 
expense by source, and speed in reporting are musts for good 
control. 

The biggest handicap to good control is frequently the 
allocation of expenses by product lines rather than responsibility. 
If you must allocate expenses prepare your data for control 
purposes first and then allocate as much as you like afterwards. 

In conclusion I have a few general comments on the pres- 
entation of information to the operating executive. 

1. Keep your statements as few and simple as possible. 
Don’t give complete sets to everyone. If the plant manager has 
three key men give him a total and a report on the activities of 
each of the key men. Give each of them a summary of his own 
activities and a report for each of his key men, and so on down 
the ladder. 

2. Issue your statements currently and on time. Use hand- 
written reports if it will speed them up. If you have daily reports 
have them out the next day or change them to weekly 
statements. 

3. Eliminate the pennies from operating reports. I know 
that it won’t save your accounting personnel any work, but it will 
reduce the size of the reports and make them easier to read. 

4. If your operating head prefers charts to tabulations, 
give them to him. Remember, he is the one who must use them. 





